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. Summary:

This bill authorizes corporations not for profit to make distributions to:

* corporations not for profit that are organized and operated for the same or substantially
similar purposes as the distributing corporation;

* entities that are organized and operated exclusively for charitable, benevolent,
educational, or similar purposes, or are otherwise exempt from federal income tax under
s. 501(c), Internal Revenue Code; or

* the United States or one of its possessions, or a state or local government.

This bill substantially amends section, 617.0505, Florida Statutes.
Present Situation:

Corporations Not For Profit

The Florida Not For Profit Corporation Act, codified in ch. 617, F.S., provides for the
incorporation of corporations not for profit. A ““corporation not for profit’ means a corporation
no part of the income or profit of which is distributable to its members, directors, or officers.”
“In a Florida nonprofit corporation, no shares of stock are issued and there are no shareholders,
but a nonprofit corporation may have one or more classes of members who may be characterized
as the proprietors or owners of the nonprofit corporation.” A corporation not for profit may also

! Section 617.01401(5), F.S.
2 8A Fla. Jur 2d Business Relationships s. 154 (Database Updated January 2004).
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have no members.’ Voting rights of members must be set forth in the articles of incorporation or
the bylaws of a corporation not for profit.*

Directors of a corporation not for profit are responsible for managing the affairs of the
corporation subject to any limitations in the articles of incorporation.” Officers of a corporation
not for profit perform the duties specified in the bylaws or by the board or directors.’

Limitation on Payment of Dividends and Distribution of Income

By definition of the term “corporation not for profit” in s. 617.01401(5), F.S., a corporation not
for profit may not distribute its income or profit to its members, officers, or directors. This
prohibition against the distribution of income or profits is repeated in s. 617.0505(1), F.S.
Distributions to members, however, are permitted upon liquidation and dissolution.’

Attorney General Opinion

In a 1999 opinion, the Attorney General responded to a question that asked whether Bonita
Community Health Center, Inc., a corporation not for profit, was permitted by law to distribute
its excess profits to Lee Memorial Health System, a member of Bonita and also a corporation not
for profit." The Attorney General replied that the Legislature has not chosen to extend the
authority to corporations not for profit to distribute funds to other nonprofit entities engaged in
similar activities. The Attorney General further stated that “[u]ntil the Legislature makes it clear
that a viable nonprofit corporation may dispense its revenues to like-minded nonprofit entities,
[the Office of the Attorney General] may not read such authority into the existing statutes.””

M. Effect of Proposed Changes:

The bill authorizes corporations not for profit to make distributions to:

* corporations not for profit that are organized and operated for the same or substantially
similar purposes as the distributing corporation;

* entities that are organized and operated exclusively for charitable, benevolent,
educational, or similar purposes, or are otherwise exempt from federal income tax under
s. 501(c), Internal Revenue Code; or

* the United States or one of its possessions, or a state or local government.

The bill takes effect on July 1, 2004.
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v. Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

V. Economic Impact and Fiscal Note:

A. Tax/Fee Issues:
None.
B. Private Sector Impact:

Corporations not for profit will be authorized to make distributions to other corporations
not for profit.

C. Government Sector Impact:

Corporations not for profit will be authorized to make distributions to the federal, state,
and local governments.

VL Technical Deficiencies:
None.
VII. Related Issues:

None.
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VIIL. Amendments:

#1 by Commerce, Economic Opportunities, and Consumer Services:
Limits the types of not-for-profit corporations that may make distributions to a member to the
following:

* Businesses that hold a license for an ambulatory surgical center and a clinical laboratory;
* Assisted living facilities;

* Hospices; and

* Health maintenance organizations. (WITH TITLE AMENDMENT)

This Senate staff analysis does not reflect the intent or official position of the bill’s sponsor or the Florida Senate.




